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| ;State Dept
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.Adeciassmcatlon & release instruction

7 March 1968

“MEMORANDUM FOR: Chief, Guropean Area,, OCI

: Chief, WH Division

| AC/E/BC e J
_SQ-‘BJE;C'I.‘:i"'”'E ! EurOpcan IRG Mcetlng 28 Iehruar\ 1968
REFERENCE AC/EUR Memorandum, Same Subject, 6 March 1968

1. Forwarded herewith are the minutes of subject: IRG
meeting concerning "Proposal to Mitigate the Extratervitorial
Effects of U.S. Cuban Assects Control and torcign Arsets Control
Regulations'.

2. As the minutes 1ndicate, State proposes to refor its
proposal to the SIG along with comments {rom the Do partments
of Commerce and Trecasury expressing th01r rescervatrons about
the proposal.

3. We are to provide comments regarding the attached
mlnutes by 15 March, Tt is accordingly requested thuat
addressees provide comments by COB 12 March, 1f 1t is desired
to take a stand pro or con on this issuec. As noted in ref- ,
the wrlter took a neutral stand ftxanqlatch'
: If

ns on file
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INTERDEPARTMENTAL REGIONAL GROUP
FOR EUROPE

. Minutes of Meceting of February 28, 1963

Chairman: George S. Springsteen

Present: DOD - Dr. lalperin
WSC - Mr. Fried L
" USIA - Mr. Shea ”
© JSC - Brig. Gen. Marshall
25X1A CIA -
Treasury - Mr. Albright, Mr. Sonweriicld,
Mrs. Schwartz, Mr. Rendall
Justice = Mr. Doherty
Commerce = Mr. Fox, Mr., Thau, Mr. Meyer
ARA - Mr., Fitegerald
E - Mr., Wright ,
- EA - Mr. Barnett, Mr. McCord i
) EUR/CAN - Mr, Smith, Mr. Ogg I ¥
EUR = Mr. Beaudry 4

R e e it e ke AR S R
Conclusjions

::@; g SR e ;{yﬁ%

1. The meeting noted approval of the minutes of the :
meeting of February 1l4. ’
g. Recognizing that there'were basic differences of view .

among the members, it was decided thnt the paper would be

forwarded to the SIG with the‘ndditlon of maLerLal bLOUth out

in the dxscussion as well as such sepaxate papcr 5. as the

]
1

Depurtments of Commerce and Trcasu, mlght wiah to append 4fw
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“The present paper was supported by the Departments of
State, Justice, and Defense, and by USIA. The NSC and CIA

indicated no objection, while Treasury and Commerce were oppooscd.

‘Discussion:

The Country Director for Canada, Mr., Smith, cxplained the
background of the issue and urged favorable consideration for

the recoumendations in the paper, which simply stated are to

f s

extend the present genoral license under Cuban Assets Control
to include United States otfficers of Ancrican-owned subsidiariesé
abroad and then to bring regulations under the TForceipgn Assetls
Conprol into line. The net effect would be to permit the

abroad _ :

’fS wﬁed gubsidiaries/in: whlcnﬂgm;gﬁﬁ;gggggghggxowgggﬁg}gl

positions to engage in trade in non-strategic items with Cuba

éﬁd[China.

! . ML. bmxth pointed out that the problem is an old one but
i 5 . o n.

} . .

! ﬁtr terrxtorial application of U S law has reachcd a new

1 .

1 . ¥

: 1=oi seriousness. We are faced.with-the choicc of .

i
R
.t , risk of important pOlith&ljdlfflculthS w1th anuda oT
1 2 :

0y,
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“defusing this issue. The problem is mdrc'sérEQUS in Canada ,‘é
but also aiffects Britain and Western Eurdpc;_wherever there ar

important U.S. subsidiaries.

upOdKlng for the Defense Department D:, Halperin cxpressed
general approval of the paper, reserving thLright to make
editorial changes. He noted that we have military arrangeméntsﬂ

with Canada such as NORAD which are of rar greater importance

to U.S. national interests than any benefit gaiuned to us over
restricting trade with Cuba., As regards China, DOD beliecves -

that it is a good time to make this modest adjustment in oux

position toward that country.
General Marshall stated that JCS is still studying the !

problem and he was, therefore, unable to comment on the paper.

s -Albright. disputed. the:sdegiich Eesf“seriousness' fith

{ which the Canadians look on this issue. He arguced that there :
- . t, ‘ N

is no need at the moment to change the present ad hoc policy of }

——

consideration of spec1f1c transactlons on a case- by case basis

A

‘confirmed this approach. Beyond thls, Mr Albright noted that

the Ca

- 3 Q
Tl g ya J e R A AT IO _.;;g
. < - w1t .

; .

s T L

Approved For Release 2001/08/31 : CIA-RDP79T01762A000900030009-8



sgerpr 2

.Approved For Release 2001/08/31 : CIA-RDP79T01762A000900030009-8
avoid creating obstacles to the flow of American investment.,

Mr, Albright also indicated that the prcs?nt balance of paymentai %
program involves the application of U,S. ;aw to subsidiaries
abroéd in requiring them to repatriate a specific percentage

of profits. He argued that if we were to rclag our position

on the trade with Cuba and China we would erode our 1égal
position on the balance of payments program.

Mr. Smith noted that the proposal called for a change in
the regulations under a general license which did not under-cut
our basic legal position and would be revokable 1€ the situation
required,

Mg. Albright concluded by suggesting that any change in
these regulations would give the impression to Congress and
thespeople, as.well as to forefgn gountrics (including communloby
that we were changing our basic policy toward Cuba and China.
hé.added théc the efficacy of moral_suhsion inhibiting trade
with these countries would be greatly dﬂmagea if we no longer

had effective legal restraints to back up our suasion.

B

Mr. Fried asked whether this aspect of the embargo programfﬁf

had ‘much effect on trade with Chinh,and Cubq;qna whether these

urpose. Mrs. Schwartz said

contrbls actually served a useful p

that the inter-agency review of 1966 had concluded that these
K-
..'-' \‘_1' '! ; .J‘I_‘ ""? "‘ ‘rl "I: . - . ._‘ ':\,,;,‘, g'-":;“ ":%1 ‘“\, o ‘ -..:'-‘, \'1_‘?‘5 .- . . . . e X
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contrblé were insignificant as regards China and of soue modest
importance in comnection with Cuba., Mr. Albright pointed out
that‘fhere are problems of equity'involved,‘sinpe under the
proposal U.S,. éubsidiaries abroad would be permitted to'engage
in trade denied to firms resident in this country.

Mr, Fox'expressed his apgreement with the Treasury position
and urgéd that we continue with Canada on a casce=-by=~casce basis,
He also sugpgested that he would need an up-dated evaluation of
our pblicy toward China before he could agrce to modify the FAC,
Mr, Fox expressed the view that the danger of American invest=-
ments in Canada stemming from this problem was greatly exaggerated.

In résponse to Mr. Fox's comments about the Far East, |

Mr., Barnett noted that the Canadian attitude was not unique

Ko i ® AT

milar complaints of V.S, meddl

RROK |

R S e e o
% in"their internal

et

affairs had been received from Japan, Singapore, and France,
Thesé‘controls are not effective in denying strategic goods to
China where COCOM is the really significant clement. To the
degrée that FAC regulations. 'rcate reSentﬁbht in some countries

over'the U;S. denial program, and thus inhibit COCOM cooperbtion,

theyfactu41iywdamage our interests,

. - .
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’ ijessrs. Albright and Fox suggested that the is3uc was
broader than presented in the papcr; Turning to the suggestion
in the Gordon Report that U.S. subsldiarles in Canada be foxced
by - the Canadians ‘to sell to either Cuba or China through the-
agency of a Canadian corporation set up cexplicitly for this
pdrpOSe, Mr, Albright indicated that perhaps this would be a
way out of the problem, Mr, Fox concurred stating that if the
present casa-by-case‘approath was not satisfactory to the
Canadians then he wodld sce no problem with the proposal in the
Gordon Report (which wodld have the effect of forcing the
American subsidiaries to act contrary to the regulations),

Mr. Fried suggested that we should approach the problem

.Uaettlng out the advantages_and

',dvantayes of the
i ¥ _%ﬂi o T, %&'w&"ﬁi;, e

! ? -:“:;'{ﬁ‘é RS e
and of contlnulng as we have in the past Mr., Fltzgerald

i

'responding to Mr, Fried,»underlined.that ARA supportod the

p:oﬁosal. He went on to state, however that the proposed

”w?es would create dxfflculty for _erBan denial program.
n oﬁr attitude toward Cuba

to carzy out other parts'

despite”thls ARA afvﬁ.
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The Chairman, inp ctoncluding this meeting, noted that the
discussion had revealceg Support for and‘opposition to the
Proposal,

The Department would take thiS‘diSCUSSiOD into

submission to the SIgG,
in response to a query,

that asg g Courtesy :
we would be bPrepared to have our new dr

aft reviewed by
interestey

dgencies but he Stressed an agreed paper wag not
8 requirement for SIG consideration,

i e i e T TN

.
Ll
[}
S
EHERTY
e et R TN E SRS BN RN
| .
LIS
+
- v},-- —— > ,';,'l T -:E',j ;.r‘ ; '::.,\.Q'“: -,!"Il"-‘ =, "'.'11:‘?’,‘1' L e e o
Wi ' = ) "" N . e . - B .
e, i Lo

[ . S o
0900030009-8
. ed For Release 2001/08/31 : CIA-RDP79T01762A00
Approv



